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FULL COMMITTEE CONSIDERATION OF H.R. 10500, REPORT OF 
REAL ESTATE AND CONSTRUCTION SUBCOMMITTEE, AND 
CONTRACT WITH STANDARD OIL CO. OF CALIFORNIA FOR 
SALE OF CRUDE OIL FROM NAVAL PETROLEUM RESERVE NO. 1 
(ELK HILLS, CALIF.) 


[No. 56] 


House OF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
Washington, D.C., Tuesday, May 3, 1960. 

The committee met at 10 a.m., Hon. Carl Vinson, chairman, 
presiding. 

The CHarrMaANn. Let the committee come to order. 

Now, members of the committee, let’s come to order. 

We have a subcommittee meeting right after the full committee, 
and I invite all the members to stay for the subcommittee hearing, 
because you will have the opportunity of listening to one of the finest 
statements on contracts and renegotiation that it has ever been my 
privilege to read. And it is so clear that each and every one of you, 
whether you have been following the hearing or not, will get a true 
picture of what goes on with reference to some of these big contracts 
that we spend billions and billions of dollars for. 

So, therefore, without a quorum being present at this time, I am 
going to ask Mr. Kilday to report the bill from his committee, but 
we will withhold any vote until a quorum is present. 

Mr. Kilday is recognized. 

Mr. Kitpay. The purpose of H.R. 10500 is to further amend the 
Career Compensation Act of 1949 with regard to incentive pay for 
submarine duty. Extra pay for submarine duty has existed in the 
Navy since 1901. 

Normally, this pay is authorized for crews assigned to submarines, 
and, under regulations promulgated by the President, personnel en- 
titled to submarine pay lose that entitlement when they are detached 
from the submarine for more than 15 days, or when authorized leave 
exceeds 30 days. 

The advent of nuclear-powered submarines has raised an entirely 
new problem with regard to crews for such submarines, as well as 
the payment of submarine pay. 

Nuclear-powered submarines have the advantage of extreme range 
and long periods of underwater operation. 

As the number of nuclear submarines increases in the fleet, partic- 
ularly with ballistic submarines, the likelihood of long periods of on- 
station assignments for as much as 60 or more days increases. 

When these submarines return to port, it is necessary to grant the 
crews a reasonable period of time for rehabilitation and time for 
retraining. In many cases, the submarines will not return to home 
ports, but crews will be changed at forward ports. 
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Under existing law, the Comptroller General has ruled that a sub- 
mariner may not be absent from his submarine more than 15 days for 
any reason, and for not more than 30 days when on authorized leave, 
and still receive submarine pay. 

Today, fleet ballistic submarines have two crews assigned to them, 
and it is possible that additional submarines in the future will be as- 
signed two crews in order to enable them to continue long and ex- 
tended periods of operation on station. 

Under the Comptroller General’s ruling, however, an individual 
who is absent from a submarine for more than 15 days for any reason 
other than for leave, and an individual absent from a submarine for 
more than 30 days when on authorized leave, is no longer entitled to 
submarine pay. 

Unless this restriction is overcome, there will be a decline in the 
number of applicants for nuclear-powered submarine duty. This in 
turn could seriously jeopardize the entire submarine program, and 
particularly the fleet ballistic submarine operations. 

Under the proposed legislation, the Career Compensation Act 
would be amended in such a way as to authorize the continuation of 
entitlement to submarine pay during periods of training and rehabili- 
tation for the off-ship crews. This will permit the Navy to assign 
two crews per submarine, as is now done, without the loss of sub- 
marine pay. 

In other words, many submariners may soon face the loss of sub- 
marine pay because of lawful absence from nuclear submarines to 
which assigned. 

Few people will volunteer for a type of duty which may endanger 
receipt of a portion of the submarine pay to which they would other- 
wise be entitled if assigned to a conventional submarine. 

If enacted, the proposed legislation will cost approximately $281,000 
in fiscal 1961, which will increase to approximately $648,000 in fiscal 
1963. This is the additional amount which will be required to pay 
the second crews that will be assigned to the submarines as they enter 
the fleet. 

Enactment of the proposed legislation is considered urgent because 
of the serious morale effect that could result if the legislation is not 
enacted. 

| move a favorable report, Mr. Chairman. 

The CHarrRMAN. It is a departmental bill, is it not? 

Mr. Kivpay. That is true. 

The CHarrMAN. Unanimously reported by the subcommittee? 

Mr. Kiupay. Correct. 

The CuarrMAN. Is there any way to give any idea as to the esti- 
mated cost? 

Mr. Krupay. I just gave the cost. 

The CuarrMan. I didn’t catch that. 

Mr. Kiupay. As far as fiscal 1961, it is $281,000. By fiscal 1963, 
it will be $648,000. 

The CuarrMAN. Any questions from any members of the com- 
mittee? 

(No response. ) 

The CuarrMan. If not, we will lay the bill aside until we get a 
quorum. 
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The next matter I call up is Captain Miller, of the Petroleum—no, 
wait 1 minute. 

Come around, Captain. 

Mr. Philbin. Is Mr. Philbin here? 

Mr. Keviener. Mr. Doyle has the report. 

The Cuatrman. Mr. Doyle. I recognize Mr. Doyle to submit a 
report from his subcommittee. 

Mr. Doyue. Mr. Chairman, your Real Estate Subcommittee met 
on April 21 and considered 12 projects. All but one of them is recom- 
peo for approval. The projects are as follows: 


ARMY 
ACQUISITION 


No. 341: Involves the acquisition of fee title to 289 acres of land 
in West Virginia in connection with receiver and transmitter sites for 
Army communications. The estimated value of the land is $44,000. 

No. 342: This is for the acquisition of 625 acres of land at a cost 
of $73,125. The land is required for the expansion of aircraft train- 
ing facilities at the U.S. Army Aviation Center, Fort Rucker, Ala. 


DISPOSAL 


No. 158: This project covers the disposal of almost 33 acres of land 
and improvements constituting the remains of the Lima Depot Activ- 
ity, Allen County, Ohio. Most of the property at this installation 
was declared excess to GSA in 1954. 


Arr Force 
DISPOSAL 


No. 72: This is for the continued leasing of Air Force Plant No. 49, 
Buffalo, N.Y. The Curtiss-Wright Co. has been operating this facil- 
ity for about 3 years and it is intended to continue this lease. The 
anticipated rental for the coming year is in excess of $300,000. 

No. 85: This is for the declaration as excess of 5.27 acres of land 
and 3 buildings designated as the Squantum Electronics Research 
Annex in Massachusetts. 

Mr. Harpy. Mr. Chairman, could I ask a question or two before 
the gentleman proceeds with the Navy side of it? 

The CuarrmMan. Yes; all right. 

Mr. Hardy. 

Mr. Harpy. In connection with the one that was just mentioned, 
the Curtiss-Wright lease, do I understand that it is proposed to declare 
this surplus, but it will continue to be leased and operated by Curtiss- 
Wright? 

Mr. Doyir. May I ask Mr. Kelleher to answer that detail? 

Mr. Ketiener. No, sir; it will not be declared excess. It will 
merely continue to be leased by the company. 

Mr. Harpy. What was the purpose of its being before the com- 
mittee, then, if it is not going to be declared surplus? 

Mr. Kevtuener. It is a new lease. 

Mr. Harpy. It is merely an approval of a lease? 
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Mr. Ketiener. That is correct. The old lease has now expired, 
and this is a new lease. 

Mr. Harpy. The property, then, continues to be the property of 
the Air Force? 

Mr. Ke_iener. Correct, sir. 

Mr. Harpy. Could I ask about another one? There was another 
Air Force disposal—— 

Mr. Héserr. Will you yield to me on the Curtiss-Wright lease? 

Mr. Harpy. Yes. 

Mr. Héserr. On the Curtiss-Wright lease, is there a specific figure? 

Mr. KeLiener. It is an estimated figure based upon production. 
It is estimated to be $300,000 for the coming vear. It has been much 
less than that in the past. 

Mr. Hénertr. Has the Government had trouble collecting money 
from Curtiss-Wright? 

Mr. Ketitener. Not to my knowledge. 

Mr. Hérert. The Government has had trouble collecting on the 
tooling at the plant. The Curtiss-Wright Co., after entering into the 
lease, then disputes the figures, Mr. Chairman. 

Mr. Harpy. Does anybody know whether that is accurate in this 
particular case? Is this the lease? 

Mr. Hféserr. Is that an accurate lease; that is, an accurate specific 
figure? 

Mr. Ke_itener. No: it is not. It is an estimate. 

Mr. Harpy. Well, is it based on a unit return of some kind? 

Mr. Kevtveser. The rental will be at the rate of 4% percent of net 
sales of any and all products extruded, manufactured, or produced 
in the Government-owned plant. And it says, “Rent received for 
calendar year 1956, $832; for 1957, $59,623; for 1958, $33,557. Antici- 
pated rental for first year under this lease, based on the contractor’s 
estimate, is in excess of $300,000.” 

Mr. Harpy. Is there no minimum? 

Mr. Ke_ttener. No; no minimum. 

Mr. Hérerr. I think, Mr. Chairman, we should look further into 
that and also look into the record of the Curtiss-Wright Co. as to the 
problems that have been before the Army Negotiation Board. 

You recall that, Mr. Hardy? 

Mr. Harpy. I recall that. 

Mr. Hénerr. For 4 or 5 years. 

The CHarrmMan. This will be passed over for further study for the 
time being. Do you have that number? 

Mr. Kevitener. Yes, sir; No. 72. 

Mr. Doyle. 

Navy 


ACQUISITION 


Mr. Harpy. Mr. Chairman. 

The CHarrmMan. Wait 1 minute. Mr. Hardy, any other? 

Mr. Harpy. Yes, please, Mr. Chairman. I want to inquire about 
another Air Force disposal. 

[am not sure that I understood what it was, but there is another 
Air Force disposal that was listed. And I would like to know if that 


is the one that is currently under lease to Thompson-Ramo- 
Wooldridge. 
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Mr. Doyie. Mr. Kelleher, will you answer as to the details on that? 
Mr. Ketitener. No, sir. There are only two Air Force disposals 
here, Mr. Hardy. The other one is the Squantum Electronies 
Research Annex. 

Mr. Doyis. Is that answer satisfactory, Mr. Hardy? 

Mr. Harpy. Not yet. [think Mr. Kelleher is still looking up the 
information. 

The CHarrMAN. You are aware of the fact, are you not, that the 
Department proposes to acquire from Ramo- Wooldridge their facil- 
ities, at an estimated cost of $25 million? 

Mr. Keviener. The Thompson-Ramo-Wooldridge one is a Navy 
project which appears later in the report. 

Mr. Harpy. Mr. Chairman, | am not too familiar with exactly 
what is proposed to be done in connection with this one. This is one 
that I felt there should be some questions raised about it at the time 
it is considered. 

Having had some experience in the Hébert subcommittee with 
matters relating to procurement, particularly the Thompson-Ramo- 
Wooldridge activity and the so-called Aero-Space Laboratories organi- 
zation, | am a little bit concerned about some of the proposals of the 
Air Force as | understand them, and I did want to know something 
about what was involved in this disposal project. 

The CHarRMAN. Let this one go over for further study and inquiry. 
But I will try to supplement vour information by stating that the 
Thompson-Ramo-Wooldridge organization is being dissolved and the 
Government is stepping in and proposes to step in and acquire the 
laboratory and facilities as well as trying to employ the personnel. 
And the cost that they estimate to acquire the facilities is in the neigh- 
borhood of $25 million. 

Mr. Harpy. Mr. Chairman, | certainly would like to know as much 
about that as vou do, because I am disturbed about it. 

The CHarrMan. Wait 1 minute. And they do not have to have a 
clearance from this committee on that. 

But I was informed of all this matter. I had a long talk with the 
Secretary and all the people connected with it. The committee is not 
called upon to reach a judgment because it is not incumbent upon us 
to advise him what to do. But I am just telling vou what they pro- 
pose to do. And they say they have the legal authority to do what 
they propose to do. 

A long investigation was made about the time the Thompson—-which 
is the production end of it—they propose to ask for about $40 million 
a vear to run the facilities out there under the new nonprofit organi- 
zation. 

Now I would be glad if the committee would study that question. 

While it is not incumbent upon us to advise or make a recommenda- 
tion, it is good to know what goes on. So let’s let this one go by and 
call in those people that came to see me and invite any member of the 
full committee to sit in and try to get all of the plans with reference 
to Thompson-Ramo-Wooldridge. 

Mr. Kettener. That is a project, Mr. Chairman. Mr. Chairman, 
there is a project involving them that will be dealt with later by Mr. 
Doyle in his report. It is a Navy proposal. 

Mr. Harpy. Mr. Chairman, may | make an observation? 

The CHARMAN. Yes, sir. 
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Mr. Harpy | think this point that the chairman has made js 
entirely accurate, that the Air Force has the authority. But the 
Congress also has some responsibility. And I would suggest that 
either this committee exercise its legislative oversight into the manner 
in which the Air Force is spending its money, or that the Committee 
on Government Operations do it. 

The CuHatrMan. Well, I think both are trying to do it. Now let’s 
let this be referred back to Mr. Philbin’s subcommittee. 

Now what is your next one? 

Mr. Doyie. Navy. Acquisition No. 301. 

This is for the acquisition of 115 acres of land at an estimated cost 
of $29,700 for the Naval Auxiliary Air Station, Meridian, Miss. The 
property is required for Capehart housing at this new installation. 

No. 298: This involves 20.5 acres of land at an estimated cost of 
$51,000 at Pillar Point, Calif. This land is needed for an instrumenta- 
tion site for the Pacific Missile Range. Technical considerations 
require that this particular piece of property be acquired. 

No. 299: This is for the acquisition of 2,550 acres of land at an 
estimated cost of $203,268. The land is required for the Baywood 
bomb target for use in connection with the Naval Air Station, Jackson- 
ville, Fla. 

This land was the subject of a previous project but because of the 
poor estimated value contained in the previous project, the subcom- 
mittee again considered the acquisition of this land and finds that the 
new price is representative of the actual value of the property and is 
based on recent sales in the area. 

No. 300: Naval Supply Corps School, Athens, Ga. The area in- 
volved is 18 acres and the estimated cost is $48,800. The land is 
adjacent to the Naval Supply Corps School and is needed for the ex- 
pansion of this facility. 

No. 302: This is for the acquisition of 10 acres in fee at a cost of 
$55,000 and 191 acres in easements at a cost of $96,250. The land 
and easements are needed in connection with the Naval Air Station 
Lemoore, Calif., and specifically for the pumping and tank storage of 
jet fuel together with the pipeline which will bring this fuel to the 

ase. 

No. 202: Naval Air Station, Cecil Field, Fla. This project in- 
volves the acquisition of 2,523 acres in fee and 215 acres in flight 
clearance easements. The total estimated cost is $237,000. The 
land is needed for the extension and protection for one of the dual 
north-south runways and for the site preparation for the future exten- 
sion and protection of the other north-south runway. 


DISPOSAL 


No. 249: This project involves the disposal of 92.5 acres and im- 
provements constituting the Naval Industrial Reserve Aircraft Plant 
in North Perry, Ohio. The plant is presently operated by Thomp- 
son-Ramo-Wooldridge. 

The CuarrMan. Let that one go over, too. 

Mr. Doyte. All right. 

Then I will not read any more about it. Is that satisfactory? 

The CHatrMan. That is right. Let that just go over. 

Mr. Dorie. That concludes the report. 








Tl 
tlon- 
M 


now 
\ 
T 
N 
t 
mit 
bro 
wit 


~~) 


at Steed ow 


to 


un: 
ste 
wil 
Fi 
for 


le 








of 
d 


ni 


le 


it 
)- 





5777 


The CuarrMan. I think it would be helpful to have full ‘considera- 
hon 

Mr. Doyte. I move the adoption of the report. 

The CuairMAN. Without objection. 

Are there any questions on any of these acquisitions and disposals? 

(No response. ) 

The Cuarrman. If not, we will advise the Department that the 
Armed Services Committee of the House interposes no objection, 
with the understanding, Mr. Kelleher, that there are three of them 
now 

Mr. Ke.iener. Two of them. 

The CuarrMan. Two? 

Mr. KeLLeEHER. Yes, sir. 

The CuarrmMan. Two of them are to be reconsidered by the com- 
mittee. And I would like Mr. Hardy or any other member to be 
brought up to date, exactly what is in the mind of the Department, 
with reference to Thompson-Ramo-Wooldridge. 

Now is a quorum present, Mr. Smart? 

Mr. Smarr. A quorum is present; 21 members, Mr. Chairman. 

The Cuairman. All right, a quorum is present. And I will ask for 
a vote on H.R. 10500, a bill presented by Mr. Kilday. 

Is there any objection to favorable consideration of that bill, and 
to favorably recommend it to the House? 

(No response.) 

The CuarrMAN. The Chair hears none, and the committee approves, 
unanimously, H.R. 10500. 

Mr. Kilday, present the bill and take the necessary parliamentary 
steps to bring it to the consideration on the floor of the House. 

Now the next matter is to have a statement from Captain Miller 
with reference to the disposal of naval petroleum in the Elk Hills 
Field. We do not have to make a decision, but he merely submits it 
for information of the committee. 

Go ahead. 

Captain Mitier. I am Capt. A. S. Miller, Director of Naval Petro- 
leum and Oil Shale Reserves. 

I am pleased to appear here this morning 

The CuarrMan. Wait 1 minute, Mr. Price. I have a statement I 
want you to hear. 

Captain Mituer. To consult with this committee regarding a con- 
tract with Standard Oil Co. of California. 

I will read a letter addressed to the chairman and signed by the 
Acting Secretary of the Navy, which sets forth the circumstances about 
this contract. 

My Dear Mr. CuHarrMan: I am pleased to consult with the committee, pur- 
suant to title 10, United States Code, section 7431(3), with regard to a contract 
between the United States of America and the Standard Oil Co. of California for 
the sale and purchase of crude oil allocated to and available for sale by the Navy 
from Naval Petroleum Reserve No. 1 (Elk Hills), California, under provisions of 
= bn plan contract between the Navy Department and the Standard Oil Co. of 

/alliornia. 

As required by title 10, United States Code, section 7430(b), this crude oil was 
offered for sale at public sale to the highest qualified bidder. The offer was made 
in 1,000-barrel lots of daily production for sale or exchange. Three bids were re- 
ceived. They were from Standard Oil Co. of California, Douglas Oil Co. of Cali- 
fornia, and the Signal Oil & Gas Co. Standard bid crude base price, i.e., the aver- 
age of posted prices for similar grade crude in the area, for all or any portion of 














the daily production. The current average crude posting is $2.24 per barrel. 
Douglas bid crude base price minus 58 cents per barrel for 2,000 barrels of daily 
production. Signal bid to exchange marine diesel fuel oil for two separate quan- 
tities of crude oil, i.e., for two 1,000-barrel lots of daily production at an exchange 
ratio of 0.50 barrel of diesel per barrel of crude, and 0.455 barrel of diesel per 
barrel of crude for a single 1,000-barrel lot. 

Using the highest bid, that of Standard, for comparison if an award were made 
to Douglas for 2,000 barrels of daily production, the resultant loss of income to the 
United States would be $208,000 during each 180-day period under the contract, 
and if an award were made to Signal the resultant approximate loss for each 180- 
day period for the following quantities would be: 

1,000 barrels per day of crude, $124,200. 

2,000 barrels per day of crude, $194,400. 

3,000 barrels per day of crude, $318,600. 
On the basis of this evaluation, the contract was awarded to Standard for the 
entire production. 

The contract is for a 5-year period, subject to termination by either party on 
180 days’ notice. The contract provides for fluctuation of the bid price with the 
posted crude price in the area. Deliveries of crude oil to the purchaser under this 
contract will commence when the final delivery is made under the current exchange 
agreement (NOd-9259) with Standard, on or about May 1, 1960. 


That date, gentlemen, has been changed to about May 10. 


I have found that the Standard Oil Co. of California is a qualified bidder. 
Inasmuch as the crude oil sold under this contract is produced either for pro- 
tection, conservation, maintenance or testing of the reserve and is surplus to the 
needs of the reserve, it is my opinion that the benefits and considerations flowing 
to the Government under the contract are both adequate and substantial, and I 
find that the entering into of the contract will be in the best interest of the United 
States. 

The contract has been approved as to legality by the Judge Advocate General 
of the Navy and, inasmuch as it must be approved by the President, the contract 
has been submitted to the Attorney General for review. 

As soon as consultation with the Armed Services Committees of the Congress is 
completed and the opinion of the Attorney General has been received, the contract 
will be submitted to the President for his approval. 

Sincerely vours, 


F. A. Bantz, 
Acting Secretary of the Navy. 

The CHatrmMan. Thank you, Captain. 

You have met the statutory requirement for consultation with the 
committee, and for the benefit of the committee, I will state that, 
under the unit contract, we are now getting eight-ninths of the oil and 
the gas that comes out of Elk Hills, and the Standard Oil Co., our 
partner, is entitled to one-ninth. 

Some 13,000 barrels is being withdrawn each day to keep the field 
in a state of readiness. 

The result of this 5-year contract averages around $2.24 per barrel. 

Captain Miter. Yes, sir. 

The CuarrMan. Thank vou very much, Captain. 

Mr. Srrarron. Mr. Chairman. 

The CHarrMAN. Yes, sir. 

Mr. Srratrron. May I ask the captain a question before he leaves 
the stand? 

We have been discussing a question of oil extraction in connection 
with Barksdale Air Force Base. I am a complete novice in this field. 
But we were given testimony that customarily, under an arrangement 
of this kind, the Government gets back somewhere in the neighborhood 
of one-sixth to one-half of the value of the resource, when the resource 
is leased to a private concern. 

Now is this a similar situation? 
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The CuarrmMan. Oh, no. 

(Further chorus of ‘‘No.’’) 

Captain Minter. No, sir. 

The CuatrMan. This is under a unit plan contract. 

Mr. Srrarron. And what-—— 

The CuarrmMan. Barksdale is not a naval reserve, or a reserve at all. 

Captain Mitier. No, sir. 

The CuarrMan. It is just Government-owned land, that has oil 
under it. And you deal with that question entirely separate and 
distinct from a contractual relationship. 

Mr. Srrarvron. May I ask, Mr. Chairman, in the captain’s 
opinion, what bearing, or what relationship, this figure has to the 
going market price elsewhere for crude oil. In other words, how are 
we making out on this? 

Captain Miter. Well, this price which we will receive is the aver- 
age of the posted price in the area which is being paid. It varies all 
over the country, the price of oil. But this is the best price we can 
get in this area. 

Mr. Srrarron. In other words, this measures out with the going 
price? 

The CuatrmMan. This is a good contract. 

Captain Mintuer. Yes, sir. 

The CuarrmMan. Thank you, Captain. 

Now, Captain, | may want to have you back here pretty soon to 
deal with the Alaskan field, and to make a final conclusion and dis- 
position of that. 

Captain Miniter. Aye, ave, sir. 

The CHatrrMan. Now, members of the committee, there is one 
statement I want to make. 

Tomorrow, Calendar Wednesday is at hand. And the Clerk calls 
the committees alphabetically to ascertain it they have any business 
to lay before the House. 

Under the rules, the chairman is recognized to bring up any bill that 
his committee has on the Union Calendar. 

I announce to the committee that T will not call up any bills from 
the Union Calendar on Calendar Wednesday. 

Mr. Harpy. Mr, Chairman, haven’t you any that you could bring 
5) 

The CHatrMaNn. No, sir. We have a bill pending before the Rules 
Committee to get a rule. The rule will be granted at the proper time. 
It is too important a bill, because there are too many penalties at- 
tached to consideration on Calendar Wednesday. 

For instance, if the bill does not pass that day, it is dead, it is gone. 

Mr. Harpy. Haven’t we anything else on the calendar? 

The CuatrMan. We have nothing in the world on the calendar. 
The chairman will not call up any bill. We will pass the calendar 
tomorrow. 

Thank vou, gentlemen, this morning. 

Now I hope every one of vou will stay here to honor the subeom- 
mittee with your presence, to listen to Mr. Coggeshall, the Chairman 
of the Renegotiation Board, who has one of the finest statements on 
renegotiation that we have ever listened to. 

(Whereupon, at 10:45 a.m., the committee adjourned to the eall of 


the Chair. ) 
O 
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